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Independent Auditors’ Report

Vilage Council
Viliage of Clarksville
Clarksville, Michigan

We have audited the accompanying financial statements of the governmental activities and each major fund of the
Village of Clarksville as of and for the year ended February 29, 2008, which collectively comprise the Village's basic
financial statements as listed in the table of contents. These financial staternents are the responsibility of the
Village's management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.  An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the governmental activities and each major fund of the Village of Clarksville as of February 29, 2008, and the
respective changes in financial position thereof for the year then ended in conformity with accounting principles

generally accepted in the United States of America.

The management's discussion and analysis and budgetary comparison information, as listed in the table of
contents, are not a required part of the financial staternents but are supplemental information required by the
accounting principles generally accepted in the United States of America. We have appiied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement and
preseniation of the supplementary information. However, we did not audit the information and express no opinion on
it.

Our audit was made for the purpose of forming an opinion on the financial statements that collectively comprise the
Village of Clarksville's basic financial statements. The individual fund financial statements listed in the table of
contents are presented for purposes of additional analysis and are not a required part of the basic fimanciai
statements of the Village of Clarksville. Such information has been subjected fo the auditing procedures appfied in
the audit of the basic financial statements and, in our opinicn, is fairly stated in all material respects in relation to the

financial statements taken as a whole.

Wit & Jurasek, F.C.

Witlis & Jurasek, P.C.

August 27, 2008

Wips & jURASEK, P.C. Phene Number: £317) 758-8660
2543 Spring Arhor Road Fax Numibuer: (5171 7538-9872
Suite 200 E-iail willis@willispe com

Jackson, Mi -9203-3690 i Weh sile: wavw willispe com



Village of Clarksville
Management’s Discussion and Analysis
Year Ended February 29, 2008

As management of the Village of Clarksville, we offer readers of the Village's financial statements this
narrative overview and analysis of the financial activities of the Village for the fiscal year ended February 28,

2008.
The Village as a Whole

The Village's net assets remain stable, and in fact, are on the fise. The Village continues to provide primary
services to our residents.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Village's basic financial
statements. The Village's basic financial statements comprise three components: 1) government-wide
financial statements, 2 fund financial statements, and 3) noles 1o the financial statements. This report alsc
contains other supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are designed fo
provide readers with a broad overview of the Village's finances, in a manner similar to a private-sector

husiness.

The statement of net assels presents information on all of the Village's assets and liabiiities, with the
difference between the two reported as niet assefs. Over fime, increases or decreases in net assefs may
serve as a useful indicator of whether the financiai position of the Village is improving or deteriorating.

The staterment of activities presents information showing how the government's net assets changed during
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise
to the change oceurs, regardiess of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that wili only result in cash flows in future fiscal periods.

Both of the government-wide financial statements report functions of the Village that are principally
supported by taxes and infergovernmental revenues (governmental activities). The governmental activities of
the Village include legislative, general government, public works and community development.

The government-wide financial statements can be found on pages 1-2 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Village, like other state and
local governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the Viliage fall into one category. governmental funds.

Governmental funds. Governmental funds are used to account for essentially the same functions reported
as governmental activities in the government-wide financial statements. However, uniike the
government-wide financial statements, governmental fund financial statements focus on near-term inflows
and outflows of spendable resources, as well as on balances of spendable resources availabie at the end of
the fiscal year. Such information may be useful in evaluating a government’s near-term financing require-

ments.

Because the focus of governmentat funds is narrower than that of the government-wide financial statements,
it is useful to compare the information presented for governmental funds with similar information presented
for governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the government’s near-term financing decisions. Both the governmental
fund balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation fo faciiitate this comparison between governmental funds and

governmential activities.



Vitlage of Clarksville
Management's Discussion and Analysis
Year Ended February 29, 2008

Governmental funds (continued). The Village maintains three individua! governmental funds. Information
is presented separately in the governmental fund balance sheet and in the governmental fund statement of
revenues, expenditures, and changes in fund balances for the general, major street and local street, each of

which are considered to be major funds.

The Village adopts an annuat appropriated budget for its general and special revenue funds, Budgetary
comparison statements or schedules have been provided herein to demonstrate compliance with those

budgets.

The basic governmental fund financial statements can be found on pages 3 and 5 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the

financial statements can be found on pages 7-13 of this report.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. In
the case of the Village of Clarksville, assets exceeded liabilities by $324,994 at the close of the most recent

fiscal year.

A portion of the Village's net assets, about seventeen percent (17%), reflects its investment in capital assels
(e.g., tand, buildings and improvements, equipment and furniture, and infrastructure); iess any related debt
used fo acquire those assets that is stil outstanding. The Village uses these capital assets to provide
services o citizens; consequently, these assets are not avaitable for future spending. Although the Village's
investment in its capital assets is reported net of refated debt, it should be noted that the resources needed
to repay this debt must be provided from other sources, since the capital assets themselves cannot be used

to liquidate these liabilities.

In a condensed format, the table below shows net assets as of the fiscal year-end:

Governmental Activities

2008 2007

Current assets $ 291,911 $ 321,638
Non-current assets 111,608 __Bz2.134
Total assets 403,520 403,772
Current liabilities 22,799 17,491
Non-current liabilities __B5 727 68.378
Total liabilities 78,526 85869
Net asseis:

Invested in capital assels -

net of related debt 54 489 12,047
Unrestricted 270,505 305,856

Total net assets $ 324,804 $_317.903

iif



Village of Clarksville
Management's Discussion and Analysis
Year Ended February 29, 2008

The following table shows the changes of the net assets as of the fiscal year-end.

Governmental Activities

2008 20907

Program revenues:

QOperating grants $ 31,554 $ 31,820

General revenues

Property taxes 74,858 63,378

State-shared revenue 32,732 37,717

Interest income 6,812 7,909

Special item — joss on sale of building (12,718) -

Other 5,810 4.496
Total revenues 138,748 145 420
Program expenses!

Legislative 11,586 7,190

General government 48,465 45,970

Pubilic works 61,201 36,713

Culture and recreation 9,975 .

Interest on long-term debt 2,420 2.817
Total expenses 131,857 92,780
Changes in net assets $ 7.001 $ 52630

Governmental Activities

The Village total revenues have decreased slightly due 1o the loss on the sale of the library bullding. While
state revenues have decreased as expected, property taxes have increased io compensate for the
difference. Interest rates are increasing and we have been able to get more rate of return on our accounts.
Every effort is made to carefully budget our available funds and we have been able to increase our assets,

as well as maintain a stable cash flow,

General Fund Budgetary Highlights

Over the course of the year, usually twice, Village Council amends the budget to take info account events
happening during the year.

Capital Asset and Debt Administration

The Village had a total investment in capital assets for its governmental activities as of February 28, 2008 of
$111,809, which is made up of a broad range of capital assets, including buildings, equipment, furniture, and
significant investments in sireets (infrastructure}.

Major capital asset events during the current fiscal year included the following:

o Purchase of a new hardwood floor for Village Hall for $7,640

o Repaving of Cross Street in the amount of $81,800 which was partially funded by the General Fund
with a matured CD

s Sale of the Library property; however, the Viliage agreed to pay 30 months of rent for the library to
the new owners of the property (treated as a contribution to another governmental unit)



Village of Clarksville
Management’s Discussion and Analysis
Year Ended February 28, 2008

The following table summarizes the fixed assets of the Village as of the current year end.

Governgnental Activiiies

2008 2007
Land $ 3,000 $ 4,000
Buiidings and improvements 32,089 98,446
Equipment and furniture 12,127 8627
Infrastructure 81,800 -
Accumulated depreciation {17,407} (29,939
Net capital assets $ 111,608 $_82.134

The following table summarized the debt outstanding at the current year-end:

Governmental Activities

__2008 2007

MDOT Infrastructure Loan $__ 55727 $_ 88379

The Viliage's total debt decreased by $12,652.
Economic Factors and Next Year's Budgets and Rates
In the interest of attracting new residents to the Viltage, we strive to keep our operating millage down. The

Village has reduced their operating millage over the last few years. Also, as some of the time-fong residents
seli their property, the tax hasis increases will bring additional revenue.

Contacting the Village Management
This financial repott is intended o provide our citizens, taxpayers, customers and investors with a general

overview of the Village's finances and o show the Village's accountability for the money it receives. If you
have questions about this report or need additional information, we welcome you to contact the Village office.



Village of Clarksville
Statement of Net Assets
February 29, 2008

Assets:
Cash and cash equivalents
Receivables:
Due from other governmental units
Capital assets less accumulated depreciation of $17.407
Total assels

Liabilities:

Accounis payabie

Accrued payroll

Accrued interest

Long-term liabiiities:
Bonds payable, due within one year
Bonds payable, due in more than one year

Totat liabilities

Net Assefs:
Investment in capital assets - net of related debt

Unrestricted
Total net assets

See Notes to Financial Statements.

Governmental
__Activities

3 274674

17,237
111,809
_ 403,520

13,610
7.796
1,393

13,157
_ 42570
78,5626

. TR/

54,489
_ 270,505
5 324,994

e



Functions/Programs

Primary Government
Governmenia) activifies:
Legisiative
General government
Public works
Culiure and recreation
Interest on long-term debt

Total governmental activities

See Notes to Financial Statements.

Village of Clarksville
Statermnent of Activities
Year Ended February 29, 2008

Governmental
Program Revenues Activities
Met (Expense}
Operating  Revenue and
Charges for Grants/ Change in
Expenses Services __ Contributions _ Net Assets
& 11,596 % - § -3 {11,586)
46,465 - - {46, 465)
61,201 - 31,554 (29,647)
9,975 - - (9,975)
2,420 - - (2.420)
3 131,657 & -8 31.554 {108,103}
General revenues.
Taxes:

Property faxes, levied for generat purposes 74,858
State aid not restricted to specific purposes 32,732
interest and investment earnings 6,812
Other 5510

Special ltem - loss on sale of bullding _ f12.718B)

Total general revenues and special item 107,194

Change in Net Assets 7.091
Net Assets - Beginning of Year 317803
Net Assetls - End of Year 3 324,894



Village of Clarksville
Balance Sheet
Governmental Funds
February 28, 2008

Major Local
General Strest Street
Fund Fund Fund Total
Assets
Cash and cash eguivalents $ 254,993 § 16,8625 § 3,086 % 274,674
Receivables:
Due from other governmental units 9.586 4,357 3,294 17.237
Total assets 3 264579 & 20,882 § 6,350 § 231,911
Lisbilities and Fund Balances
Liabiiities:
Accounts payable 3 3368 § 7,006 % 3,236 % 13,6810
Salaries payable 7.796 - - 7,796
Total Habilities 11,164 7.008 3,236 21.406
Fund Balances:
Unreserved;undesignated 253415 13,978 3.114 270,505
Total fund balances 253.415 13,978 3,114 270,505
Total liabiiities and fund balances § 264578 § 209082 § 6,350 % 291,911

See Notes fo Financial Sfatements.



Village of Clarksvilie
Reconciliation of Fund Balances on the Balance Sheet for Governmental Funds to Net Assets
of Governmenta! Activilies on the Statement of Net Assets
February 28, 2008

Total Fund Balances - Governmental Funds $ 270,505
Amounts reported for governmental activities in the Statement
of Net Assels are different because
Capital assets used in governmental activities are not financial
resources and are not reported in the funds.
The cost of the capital assets is 3 129,018
Accumulated depreciation is {17407
111,609
Long-term liabiiities not due and payabie in the current period
and not reported in the funds:
Notes payable {65,727}
Agccrued inferest 1393
Total Net Assets - Governmental Activities 3 324,894

See Noies to Financial Siatements.



Village of Clarksville

Staternent of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds

Year Ended February 28, 2008

Revenues:
Taxes
intergovernmenta!
interest
Other
Total revenues

Expenditures:
Legislative
Generat government
Public works
Culture and recreation
Debt service:
Principal and interest payments
Total expenditures

Revenues Over (Under) Expenditures
Other Financing Sources {Uses)k:

Operating transfers in

Operating transfers out

Total other financing sources

Net Changes in Fund Balances Before Special [tem
Special Item - Proceeds from Sale of Building
iNet Changes in Fund Balances

Fund Balances - Beginning of Year

Fund Balances - End of Year

See Notes to Financial Statements.

Major Local
General Street Street

Fund Fund Furnd Total
$ 74858 % - -3 74,858
32,732 24,802 6,752 64,286
8,122 618 72 6,812
5510 ~ - 5,510
118222 25420 8,824 151,466
11,586 - 11,596
54,379 - - 54,378
20,633 103,578 16,336 140,547
9,875 - - 9,975
- 15,386 - 15,386
96,583 118,864 16,338 231,883
22,838 (93,544) {9,512} (80,417}
- 90,560 - 90,560
(90,560} - - {90,560)
{20,560} 90,560 - -
{87,921) {2,884} {(9,512) (80,417
45 D66 - - 45.068
{22,855} {2.984) (3,512) {35,351)
276,270 18,860 12,626 305,856
$ 253415 % 13.876 § 3114 & 270.505




Village of Clarksviile
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances
of Governmenial Funds to the Statement of Activities
Governmental Funds
Year Ended February 28, 2008

Net Changs in Fund Balances - Total Governmental Funds 3 {35.351)

Amounts reporied for governmental activities in the Statement
of Activities are different because:
Governmental funds report capital outlays as expenditures; in the
Statement of Activities, these costs are allocated over their estimated
useful lives as depreciation.

Depreciation expense % {4,680}
Capital outlay 91,940 87,260

Governmental funds report proceeds from the sate of assets as expenditures;
in the Statement of Activities, the proceeds are netted against the net book value
resuiting in a gain or loss on sale of asset.

Preceeds from sale of asset {45,066}
Loss on sale of asset _(12,718) (67,784}

Long-term debt proceeds are reported as financing sources in governmental
funds and thus contribute to the change in fund balance. In the Statement of Net
Assets, however, issuing debt increases long-term liabliities and does not

affect the Statement of Activities. Similarly, repayment of principal is an
expenditure in the governmental funds but reduces the liability i the

Statermnent of Net Assels.

Repayment of long-term debt 12,652
Some expenses reported in the Statement of Activities do not require the use
of current financial resources and therefore are not reported as expenditures
in the funds.
Decrease in accrued interest payable on debt . 314
7.081

Change in Net Assets of Governmental Activities 3

See Notes fo Financial Statements.



Village of Clarksville
Notes o Financial Statements

Summary of Significant Accounting Policies

Description of Village Operations

The Village of Clarksville was incorporated under the provisions of the Home Rule Village Act The Village
operates under a Council form of government and provides various services to ifs residents in many areas
including communtity enrichment, and development and human services. The criteria esiablished by GASB for
determining the various governmentai organizations to be included in the reporting entity's financial statements
include oversight responsibility, scope of public service, and special financial refationships. Education services
are provided through the local school system, which is a separate governmental entity and, therefore, is not
represented in the financial statements included herein.

Reporting Entity

The accompanying financial statements have been prepared in accordance with criteria established by the
Governmental Accounting Standards Board (GASB) for determining the various governmental organizations to
be included in the reporting entity. The criteria established by the GASB for determining the reporiing entity
includes oversight responsibility, fiscal dependency and whether the financial statements would be misleading
if data were nof included. Based on the application of the criteria, the entity does not contain component units.

Governmeni-Wide and Fund Financial Statements

The government-wide financial statements (ie, the Statement of Net Assets and the Statement of
Activities) report information on all of the non-fiduciary activities of the primary government. For the most
part, the effect of interfund activity has been removed from these statements. Governmental aclivities,
which normally are supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees and charges for support

The Statement of Activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are ciearly idenfifiabie with a
specific function or segment. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function of
segment and 2) grants and contributions that are restricted fo meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly inciuded among
program revenues are reported instead as general revenues.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Government-Wide Statements - The government-wide financial statements are reported using the
aconomic resources measurement focus and the accrual basis of accounting. Revenues are recorded
when earned and expenses are recorded when a liability is incurred, regardiess of the timing of related cash
flows. Property taxes are recognized as revenues in the year for which they are levied. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the provider have been

met.



Viliage of Clarksville
MNotes to Financiatl Statements

Summary of Significant Accounting Policies (Continued}

Measurement Focus, Basis of Accounting, and Financial Statement Presentation {Continued)

Government-Wide Staterments (Continued) - As a general rule, the effect of interfund activity has been
eliminated from the government-wide financial statements. Exceptions fo this general rule are payments-in-
fieu of taxes. Elimination of these charges would distort the direct costs and program revenues reporied for

the various functions concerned

Amounts reported as program revenues include 1) charges to customers or applicants for goods, sefvices,
or privileges provided, 2) operating grants and contributions, and 3) capital grants and coniributions,
including special assessments.  Internally dedicated resources are reported as general revenues rather
than as program revenues. Likewise, general revenues include all taxes.

Fund-Based Statements - Governmental fund financial statements are reported using the current financial
resources measurement focus and the medified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available if they are
collected within the current period or soon enough thereafter to pay liabilities of the current period. For this
purpose, the government considers revenues to be available if they are collected within 80 days of the end
of the current fiscal period. Expenditures generally are recorded when a liability is incuired, as under
accrual accounting. However, debt service expenditures, as well as expenditures refated to compensated
absences, claims, and judgments, are recorded only when payment is due.

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal
period. Only the portion of special assessments receivable due within the current fiscal period is
considered to be susceptible to accrual as revenue of the current period. Al other revenue items are
considered to be measurable and available only when cash Is received by the government.

The government reports the following major governmental funds

General Fund -~ This fund is the government's primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in another fund.

Major Street Fund — This fund is a special revenue fund. it accounts for revenues recelved primarily from
the State of Michigan Department of Transportation and accounts for street activity relating to the major

street functions of the Village.

Local Street Fund — This fund is @ special revenue fund. It accounts for revenues received primarily from
the State of Michigan Department of Transportation and accounts for street activity relating to the local

streat functions of the Village.



Viliage of Clarksville
Notes to Financial Statemenis

Summary of Significant Accounting Policies {Continued)

Deposits and Investments — Cash and cash equivalents include cash on hand, demand deposits, and
certificates of deposit.

The Village reports its investments (when applicable) in accordance with GASB Statement No. 31,
Accounting and Financial Reporting for Certain investments and for External Investment Pools. Under
these standards, certain investments are valued at fair value as determined by quoted market prices or by
estimated fair values when quoted market prices are not available. The standards also provide that certain
investments are valued at cost {or amortized cost) when they are of a short-term duration, the rate of return
is fixed, and the Village intends to hold the investment until maturity. Accordingly, investments in bankers'’
acceptances and commercial paper are recorded at amortized cosi. The Village had no investments at

February 28, 2008.

State statutes authorize the Village to invest in bonds, and other direct and certain indirect obligations of the
U.S. Treasury; certificates of deposit, savings accounts, deposit accounts, or depository receipts of a hank,
savings and loan association, or credit union, which is a member of the Federal Deposit insurance
Corporation, Federal Savings and Loan Insurance Corporation, or Nationai Credit Union Administration,
respectively; in commercial paper rated at the time of purchase within the three highest classifications
established by not iess than two standard rating services and which matures not more than 270 days after
the date of purchase. The Village is also authorized to invest in U.5 Government or federal agency
obligation repurchase agresments, bankers' acceptances of 11.S. banks, and mutual funds composed of
investments as outlined above. The government's cash and cash equivalents are considered fo be cash on
hand, demand deposits and short-term investments with original maturities of three months or less from the

date of acquisition.

State statutes authorize the government to deposit in the accounts of federally insured banks, credit unions,
and savings and loan associations, and to invest in obligations of the U.S. Treasury, certain commercial
paper, repurchase agreements, bankers’ acceptances, and mutual funds composed of otherwise legal

investments.

Receivables and Payables — All receivables are reported at their net value. They are reduced, where
appropriate, by the estimated portion that is expected {o be uncoliectible.

Activities between funds that are representative of lending/borrowing arrangements outstanding at the end
of the fiscal year are referred to as either "due toffrom other funds” (Le., the current portion of interfund
joans) or "advances fo/ffrom cther funds” {i.e., the non-current portion of interfund foans). All other
outstanding balances between funds are reported as “due toffrom other funds.”

Prepaid ltems - Ceriain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both government-wide and fund financial statements.



Village of Clarksville
Notes to Financia! Statemenis

Summary of Significant Accounting Policies (Continued)

Capital Assets -~ Capital assets, which include property, plant, equipment, and infrastructure assets (e .g.,
roads, bridges, sidewalks, and simitar itemns), are reported in the government-wide financial statements.
Capital assets are defined by the government as assets with an initial, individual cost of more than $1,000
and an estimated useful fife in excess of two years. Such assets are recorded at historical cost or
estimated historical cost if purchased or constructed. Donated capital assets are recorded at estimated fair

value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materiaily extend
asset lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during the construction phase of capital assets of business-type activities, if any, is included as part
of the capitalized value of the assets constructed. No such interest expense was incurred during the

current fiscal year.

Capital assets of the primary government are depreciated using the straight-line method over the following
estimated useful lives:

Assels Years
Buildings and improvements 50
Equipment and furniture 5-10
Infrasiructura 25

Long-Term Obligations - In the government-wide financial statements, long-term debt and other long-
term obligations are reported as fabilities in the applicable governmental activities. Bond premiums and
discounts, as well as issuance cosis, are deferred and amortized over the life of the bonds using the
effective interest method. Bonds payable are reported net of the applicable bond premium or discount.
Bond issuance costs are reported as deferred charges and amortized over the term of the related debt.

In the fund financial staterents, governmental fund types recognize bond premiums and discounts, as well
as bond issuance costs, during the current pericd. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing sources while
discounts on debt issuances are reported as other financing uses. issuance costs, whether or not withheld
from the actual debt proceeds received, are reported as debt service expendifures.

Fund Equity — In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for use for a
specific purpose. Designations of fund balance represent tentative management plans that are subject to
change. It is the practice of the government fo use restricted fund baiance first when available and then

unrestricted when necessary.

Property Taxes - The government's property taxes are levied sach July 1 on the taxable valuation of
property located in the Village as of the praceding December 31, the lien date. Property taxes are payable
without penalty and interest through November 15: as of March 1 of the succeeding year, unpaid real

property taxes are sold o and coliected by lenia County.

Assessed values as established annually by the government, and subject to acceptance by the County, are
equalized by the State at an estimated 50% of current market vaiue. Real and personal properly in the
Village for 2007 had a taxable value of approximately $7,210,000 representing 50% of estimated current
market value. The government’s general operating tax rate for fiscal year 2007-08 was 9.2395 mills,

10



Village of Clarksville
Notes to Financial Statements

2. Stewardship, Compliance and Accountability

The general and special revenue funds are the governmental fund types under formal budgetary conirol.
The Village adopts its budget in accordance with Public Act 621, the Uniform Budgeting and Accounting Act,
which mandates an annual budget process and annual appropriation act to implement the budget.

1) A general and special revenue budgst is presented to Village Council in February, at which time
hearings on the budget are scheduled.

2) The budget, and an appropriation resoiution implernenting it, is then adopted in February.
3} Formal budget integration is employed as a management control device during the year for all funds.

4) Budgets presented for the general and special revenue funds were prepared on the modified cash
basis of accounting. Encumbrances are not recorded at year-end.

5) Expenditures may not legally exceed activity (department} totals in the generai fund. All other special
revenue funds cannot iegally exceed their respective fund totals. During the current year-end, certain
actual expenditures exceeded budgeted amounts and are disclosed in the required supplementary

information section.

6) The Governing Board has the authority to amend all budgets at the fund level. 1t further has the right
to amend the general fund at the activity fevel if it desires. Management has no authority fo amend
budgets at the fund level. Management can do ftransfers within funds at the departmental level
without governing board approval but not between departments.

8) The budgetary information presented was amended during the year by an official action of the Village
Council.

9) All budget appropriations lapse at the end of each fund's fiscal year.
3. Cash and Cash Equivalents
At year-end, the Village's deposits were reported in the basic financial statements in the following categories:

Governmental
Activities

Cash and cash equivalents $ 274674

The breakdown for deposits for the Village is as follows:

Deposits (checking, savings accounts and certificates of deposit) $274674

Custodial Credit Risk — Deposits

Custodial credit risk is the risk that in the event of a bank failure, the Village's deposits may not be returned.
The Viliage has not adopted and State law does not require a policy for deposit custodial credit risk. As of
year-end, $174,674 of the Village's bank balance of $274,674 was exposed to custodial credit risk because it

was uninsured and uncollateralized.

The Village had no investments at year-end.
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Village of Clarksville
Notes to Financial Statementis

Receivables

Receivables of the governmental activities of the primary government at February 29, 2008,
consisted of the following:

Other governmental units (primarily the State of Michigan) $_17.237

Capital Assets

Capital assets activity for the year ended February 29, 2008 was as follows:

Disposals
Beginning and Ending
Primary Government Balance Additions _ Adjustments Balance
Governmental Activities:
Capital assets not being depreciated.
Land $_ 4000 9 - $___1000 $_ 3000
Total capital assels
not being depreciated 4,000 - 1,000 3,000
Capital assets being depreciated:
Buildings and improvements 98,446 7,840 73,997 32,089
Equipment and furniture 8,627 2,500 - 12,127
Infrastructure - 81.800 - 81,800
Total capital assets
being depreciated 108,073 91,940 73,997 126,016
Accumulated depreciation.
Buildings and improvements 24042 B22 17.212 7,651
Equipment and furniture 5,857 1,404 - 7,302
Infrastructure - 2,454 - 24584
Total accumulated depreciation 29,838 4 680 17,212 17.407
Total capital assets
being depreciated - net 78,134 87.260 (56,785) 108,609
Governmental activities
capital assets - net $ 82134 $_B87,260 $_(57.785) $_111.609

Depreciation expense was charged to functions/programs of the primary government as foliows:

General government $ 2,226
Public works 2,454
Total $___4680

12
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Village of Clarksville
Notes ¢ Financial Statements

General Long-Term Debt

A summary of general long-term debt is as follows:
Due

Balance Balance Within
0228107 Issued Retired  02/28/08 One Year
Michigan Department of Transportation -

Infrastructure loan; payable in annual
payments of $15,386; interest at 4%. $ 68379 % - $ 12652 §_55727 $ 13187

The following is a summary of principal maturities and interest requirements:

Year ending
February 28, Principal Interest Totai
2009 $ 13,157 $ 2,229 $ 15,386
2010 13,683 1,703 15,388
2011 14,231 1,155 15,386
2012 14,6586 586 156,242
Total $.55.727 $_5673 $_61.400

Risk Management

The Village is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets,
errors and omissions; injuries to employees; and natural disasters. During the year ended February 29,
2008, the Village carsied commercial insurance to cover all risks of losses. The Village has had no settied
claims resulting from these risks that exceeded their commercial coverage in any of the past three fiscal

years.

Sewage Disposal System

The Village of Clarksville, in conjunction with the Township of Boston and the Township of Campbel,
constructed a sewer system. The system is designated as "lonia County Sewage Disposal System (Clarksville-

Morrison Lake).”

The Clarkaville - Morrison Lake Sewer Authority was formed by the three governmental units in order to operate
and maintain the sewage disposal system. The authority is acting in an agency capacity on behalf of these

three governmentat units.

Interfund Transfers

During the year, the general fund transferred funds io the major street fund to be used for financing the streef
project.

Special ltem

In Aprit 2007, the Village sold a piece of property that contained the fibrary. According fo GASB, this item is
presented as a special item under the criteria that it is infrequent but within the control of Village Management.

13
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Viilage of Clarksville
Generail Fund
Comparative Balance Sheets
February 28, 2008 and 2007

Assets
Cash
Due from other goveramental units

Total asseis

Liabilities and Fund Balances

Liabilities:
Accounts payable
Accrued payroll
Total liabilities
Fund Balances:
Unreserved;undesignated

Total liahilities and fund balances

1%

2008 2007

$ 254,993  $ 276,848
9.586 9,664

3 264,579 & 286,512
$ 3368  § 2,436
7.796 5.806

11,164 10,242

253415 276270

3 264,579 B 286,512




Village of Clarksville

Statement of Revenues, Expenditures and
Changes in Fund Balances - Budget to Actua

General Fund

Year Ended February 28, 2008

(With Comparative Actual Amounts for the Year Ended February 28, 2007)

2008 2p07
Favorable
Budaet Agctual {Unfavorable} _ _ Actual
Revenues:
Taxes 3 83,37¢ % 74858 § 11,479 B 63,378
Intergovernmental 37117 32,732 {4,985) 37,717
interest and rental 7,551 6,122 {1,429) 7,551
Other 4,498 5,510 1.014 4,486
Total revenues 113,143 118,222 5,073 113,142
Expenditures:
Legislative:
Village council 8,395 11,596 (3,201 7.180
General government:
Execuiive 1,847 1,847 - 1,847
Election 74 - 74 74
Clerk 3,502 3,232 270 3,501
Treasurer 4,310 3,232 1,078 4,310
Vifiage hail 27,616 34,255 (6,539) 16,091
Other 14,584 11,813 2,771 17.067
Totat general government 51,833 54,378 (2,446) 42 890
Public works 14,703 20.633 (5,930 14,970
Culiure and recreation - 9,875 {9.875) -
Total expenditures 75,031 96,583 {(21.552) 65,050
Revenues Over (Under) Expenditures 38,112 22838 {15473) 48,092
Other Financing Sources {Uses):
Operating transfers out {90,560) {G0,560) - -
Total other financing sources (90,560) (90,560) - -
Net Changes in Fund Balances Before Special Ifem (52,448) (67,821} (15,473) 48,092
Special ltem - Proceeds from Sale of Building - 45086 (45,086) -
Net Changes in Fund Balances {52,448) {22,855) 29,583 48,092
Fund Balances - Beginning of Year 276270 276,270 - 228,178
Fund Balances - End of Year 3 223822 & 253415 % 29,593 § 278,270
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Village of Clarksville
Staternent of Revenues, Expenditures
and Changes in Fund Balances - Budget to Actual
Major Street Fund
Year Ended February 28, 2008
(With Comparative Actual Amounts for the Year Ended February 28, 2007)

2008 2007
Favorable
Budaget Actual {Unfavorable} Aectual
Revenues:
State revenue $ 32065 % 24802 % {7.263) 25,090
Interest 182 618 438 182
Total revenues 32,247 25420 {6,827} 25272
Expendifures:
Maintenance:
Contracted services 130,654 89,016 41.638 6,872
Total raintenance 130,654 89,016 41,638 6,872
Winter maintenance:
Contracted services 3,375 14,562 {11,187) 4,924
Total winter maintenance 3.375 14,562 {11,187) 4,924
Debt service 15,386 15,386 _- 15,386
Total expenditures 1498415 118,864 30.451 27.182
Revenues Over {Under) Expenditures (117,168) (93,544) 23,624 (1910
Other Financing Sources (Uses):
Operating transfers in 90,560 80,560 - -
Total other financing sources 90,580 80,560 - -
Net Changes in Fund Balances (26,608} {2,984) 23,624 {1,910
Fund Balances - Beginning of Year 16.960 16.960 - 18,878
Fund Balances - End of Year 3 {9,648) $ 139768 & 23624 §_ 16.950
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Vitlage of Clarksville
Statement of Revenues, Expendifures
and Changes in Fund Balances - Budget to Actual
l.ocal Street Fund
Year Ended February 29, 2008
(With Comparative Actual Amounts for the Year Ended February 28, 2007)

2008 2007
Favorable
Budget Actual {Unfavorable} _ Actual
Revenues:
State revenue $ 6,830 % 6,752 § (78} $ 5,830
interest 174 72 {182} 176
Totai revenue 7.004 6.824 {180} 7,008
Expenditures:
Maintenance:
Supplies and materials - - - 2,225
Contracted services 7,483 11.612 {4,159) 5,048
Total mainienance 7.453 11,612 {4.1559) 7.273
Winter maintenance:
Contracted services 2,493 4,724 {2.231) 2,874
Total winter maintenance 2,493 4.724 {2,231} 2674
Total expenditures 9,948 16,336 (6.390) 8,947
Net Changes in Fund Balances (2,942) {9,512} {6,570) {2,941)
Fund Balances » Beginning of Year 12,626 12,626 - 15,587
Fund Balances - End of Year & 9684 § 3314 8570 % 12,626
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Michigan Department of Transportation

Infrastructure Loan

Issue
Date
July 27,1299

Amount
of Issue
$ 144,000

Village of Clarksville
Scheduie of Indebtedness
February 28, 2008

Interest
Rate

4.000%
4.000%
4.000%
4.000%
4,000%

18

Maturity Interest
Date 2028/2007 2/29/2008  Payable
712412007 $ 12,8651
7121/2008 13,157 § 13,157 $ 2,229
7/21/2008 13,683 13,683 1,703
702112010 14,231 14,231 1,155
712172011 14,656 14,656 586
$ 68378 $ 55727 $ 5873




August 27, 2008

To the Village Council
Village of Clarksville

We have audited the financia! statements of the governmental activities and each major fund of the Village of
Clarksville for the vear ended February 29, 2008, and have issued our report thereon dated August 27, 2008
Professional standards require that we provide you with the foliowing information related to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards

1) As stated in our engagement letter, our respensibiiity, as described by professional standards, is {0 express
opinicns about whether the financiai statements prepared by management with your oversight are fairly
presented, in all material respects, in conformity with 11.S. generally accepted accounting principles. Our
audit of the financial statements does not relieve you or management of your responsibiliies. Our
responsibility is to pian and perform the audit to obtain reasonable, but not absolute, assurance that the
financial statements are free of material misstatement.

2) As part of our audit, we considered the internal control of the Village of Clarksville. Such considerations were
solely for the purpose of determining our audit procedures and not to provide any assuirance concerming such

internal control.

3) We are responsible for communicating significant matters related to the audit that are, in our professional
judgment, relevant to your responsibilities in overseeing the financial reporting process. However, we are not
required to design procedures specifically to identify such matters.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to you in our
discussions about planning matters held prior to the audit field work.

Significant Audit Findings
Qualitative Aspects of Accounting Praclices

Management is responsible for the selection and use of appropriate accounting policies. In accordance with the
terms of our engagement letter, we will advise management about the appropriateness of accounting policies and
their application. The significant accounting policies used by the Village of Clarksviile are described in Note 1 to
the financial statements. No new accounting policies were adopted and the application of existing policies was not
changed during the fiscal year. We noted no transactions entered into by the governmental unit during the year
for which there is a lack of authoritative guidance or consensus. There are no significant transactions that have
been recognized in the financial statements in a different period than when the fransaction occurred.

Accounting estimates are an integral part of the financial statements prepared by management and are based on
management’s knowledge and experience about past and current events and assumptions about fulure events.
Certain accounting estimates are particularly sensitive because of their significance to the financial statements
and because of the possibility that future events affecting them may differ significantly from those expected.

The disclostres in the financial statements are neutral, consistent, and ciear.

Wiins & Jurasek, P.C. Phone Numher: (517) 7884660
2545 Spring Arhor Roud Fax Number: (317) 788-9872
Suite: 200 E-Mail: willis@willispe com

Jackson, M 492033680 Welby site: wavw willispe com



Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with management in performing and completing our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit,
other than those that are trivial, and communicate them to the appropriate level of management. The journal
entries provided to management, including some that were material misstaternents detected as a resuit of audit

procedures, were cofrected by management.

Disagreements with Management

For purposes of this letier, professional standards define a disagreement with management as & financial
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant to
the financial statements or the auditor's report. We are pleased to report that no such disagreements arose during

the course of our audit.

Management Representations

We have reguested certain representations from management that are included in the management
representation lefter dated August 27, 2008,

Management Consultations with Other independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting mafters,
similar to obtatning a “second opinion” on certain situations. if a consultation involves application of an accounting
principle fo the governmental unit's financial statements or a determination of the type of auditor's opinion that
may be expressed on those statements, our professional standards require the consulting accountant to check
with us to determine that the consuitant has alt the relevant facts. To our knowledge, there were no such

consuliations with other accountants.
Other Audit Findings or lssues

We generally discuss a variety of matlers, including the application of accounting principies and auditing
standards, with management each year prior to retention as the governmental unit's auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a condition

fo our retention,

This information is intended solely for the use of the Village Council and management of the Village of Clarksviile
and is not intended to be and should not be used by anyone other than these specified parties.

Very truly yours,

Withe & Jurasek, £l

Willis & Jurasek, P.C



To the Village Council
of the Village of Clarksville

In planning and performing our audit of the financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of the Village of Clarksville as of and for the year ended February
29, 2008, in accordance with auditing standards generally accepted in the Uniled States of Ametica, we
considered the Village's internal controt over financial reporting (internal control) as a basis for designing our
auditing procedures for the purpese of expressing our opinions on the financial statemnents, but not for the
purpose of expressing an opinion on the effectiveness of the governmental units internal control. Accordingly, we
do not express an opinion on the effectiveness of the governmental units internal control.

Our consideration of internal conirol was for the fimited purpose described in the preceding paragraph and would
not necessarily identify all deficiencies \n internal controf thai might be significant deficiencies or material
weaknesses. However, as discussed below, we identified certain deficiencies in internal conirof that we consider
to be significant deficiencies and other deficiencies that we consider to be material weaknesses.

A contro! deficiency exists when the design or operation of a control does not allow management of amployees, in
the normal course of performing their assigned functions, fo prevent o detect misstatements on a timely basis. A
significant deficiency is & control deficiency, or a combination of controt deficiencies, that adversely affecls the
entity's ability to initiate, authorize, record, process, or report financial data refiably in accordance with generally
accepted accounting principles such that there is more then a remote likelihood that a misstatement of the entitys
financial statements that is more than inconsequential will not be prevented or detected by the entity's internal
control. We consider the following deficiencies to be significant deficiencies in internal control.

2008-1: The management of the Village has the ability to produce internal reporiing that allows for
financial management of the day-to-day operations. However, management relies on the exiernal
auditors to prepare its external audit reports. While this may be typical of some smaller
municipalities, it is considered a material weakness under SAS 112,

2008-2. Due to the limited personnel in the accounting department, the Village lacks segregation of duties
over several areas, inciuding cash receipting, journal entry processes, and cash disbursemenis.
The limited size of the staff does not allow for segregating duties. The Village has made good
improvements in this area during the 2007/2008 fiscal year but the cash receipting process stil
lacks sufficient control, Council should be aware of and attempt fo estabiish procedures o

minimize this lack of controls.
2008-3: According to the Uniform Budget Manual, a municipality shall not pass a budget in which the

expenses and accurnulated dsficit exceed the expected revenues but for the 2008 fiscal year the
Village adopted a budget for the major streets fund that anticipated a deficit fund balance.

A material weakness is a significant deficiency, or a combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or detected
by the entity's internal contro. Of the significant deficiencies described above, we consider Finding 2008-1 to be 2

material weakness.

This communication is intended solely for the information and use of management, the Village Council and others
within the organization, and is not intended to be and should not be used by anyone other than these specified

parties.

/d@:@sé

Willis & Jurasek; P/C.
August 27, 20

Wis & JURASEK, P.C. Phone Number: (517) 788-8660
2545 Spring Ashor Rowd Fax Mumber: £517) 788-9872

Suite 200 I E-mMail: willis@willispe com
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Viliage of Clarksville
Financial Highlights
February 29, 2008

General Fund:
Balance Sheet lteims:
¢ Overall assets decreased $22,000, due mainly to decrease in cash.
Cash balances decreased approximately $22,000.
Due from State of M| $9,586, a small increase from prior year.
Overall liabilities remained consistent with prior year.
Salaries payable of $7,800 increased a little bit over prior year but due only to
timing of year end.
s Fund balance at year end was $253,000 which was a decrease of $23,000. Fund
halance stands at 213% of revenue and 262% of expenditures ~ very healthy

¢
4
¢
¢

Revenue and Expenditures:

¢ Total revenue increased $6,000. An increase of approximately 5%
o Property taxes increased approximately 18%.
o State funding decreased this year — 13% decrease from prior year.
o Other revenue (interest, hall rental, etc) basically consistent with prior

year
¢ Expenditures and fransfers out in total increased $122,000 or 188%. -
Significantly different than prior year due mainly to the repaving of Cross St.

Special Revenue Funds (Major & Local Streets Fundsj:
Balance Sheet items:
+ Cash balance increased in the jocal streets fund
¢ Accounts payable increased $4,700 — one or two significant invoices at year end
¢ Fund balance decreased $12,000

Revenue and Expenditures:
¢ Overall revenue very consistent
¢ Expenditures for street maintenance and improvements also very consistent.
Main difference was paving expenses of approximately $81,000

Overall Comments:
s Overall accounting office, procedures and controls are well organized and appear

to be operating as designed
o Property tax revenue shows consistent growth; helps counteract decrease in

state funding
¢ Overall trend shows steady to modesi increases in expenditures for most years

¢ Fund balance still healthy



